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FARM EQUIPMENT, INC. 


YEARS ENOED OCTOBER 31 


OPERATING RESULTS 1968 
NeitSalesiiern Sanrcar aren noel enna $22,534,116 
Income from operations ...............65-- 1,522,132 
Interest ExPeNnSeisss sd cnaiee oe he oes panies 872,360 
Earnings before taxes ..............000000e 649,772 
Net INCOME ease ita ee aio ae 332,717 
Net earnings per common share............ 35c 
Common shares outstanding: 

Class Avianca aoornaae ares ecion 491,268 

ClassiB sts ee a cartoon cueen eva en 453,601 
Dividends paid per class A share.......... 10¥c (4) 
Total dividends paid on class A shares.... 19,129 (4) 
Total Assets: 233 2 ca ee $24,266,614 
Current -Tati0s. seis ae ee 18 tol 
Long temivdebti iv a. 7,849,621 
Shareholdersequityi2.00 2205 ahs ee 4,230,762 
Book: value per share.) 23. 5. Jes ees. 4.48 
Number of employees ................2:.. 790 
Number of manufacturing plants........... 5 
Number of distribution facilities........... 23 


In fiscal 1968. Allied completed the most far 
reaching expansion step in its history, adding 
the entire eastern portion of the U.S. to its 
marketing territory and creating new opportuni- 
ties for the years ahead. 


However, operating results for the year were 
disappointing. Although sales rose 12.9% to a 
new record high, profits decreased sharply. 


Volume for the year totaled $22,534,000, as com- 
pared with $19,959,000 in the prior year. While 
to many companies this increase might be 
gratifying, it was, in our case, substantially be- 
low budget forecast, which projected total 1968 
volume of $25 million. Unfavorable farm market 
conditions prevented us from reaching that 
figure, which meanwhile had been the guideline 


1967 1966 Maries lis 
(2 
$19,959,222 $16,393,389 $12,860,312 $10,167,253 
1,693,368 1,529,310 1,423,970 1,314,832 
667,838 463,989 319,485 86,512 
1,025,530 1,065,321 1,104,485 1,228,320 
507,366 575,206 574,364 627,253 
54c (3) 61c (3) 61c (3) 66c (3) 
467,996 467,996 360,000 360,000 
432,004 432,004 540,000 540,000 
A2c (4) 31¥c 31¥c — 
76,412 (4) 147,419 113,400 — 
$17,585,982 (1) Excludes $53,284 capital gain on non re- 
curring sale of land in 1965 
16tol (2) Pro forma adjustment that includes all 
3,969,325 operating units then affiliated 
(3) Restated to reflect 5°%/o stock dividend 
3,918,068 paid March 29, 1968. 
4.15 (3) (4) Dividends of 10'/2c in 1968 and 42c in 
680 1967 were paid on 182,183 shares; holders 
of 285,813 shares waived their right to 
4 receive dividends in these years. 
16 


for the structuring of our operating expenses. 
These expenses could not be pulled back pro- 
portionately as expected sales failed to ma- 
terialize. 


In short, we were programmed for extraordinary 
sales growth and only moderate growth came, 
keeping beyond our reach that last 10% of 
budgeted volume that contained our antici- 
pated profit growth. 


Net income therefore declined to $332,717 or 
35 cents per share, from $507,366 or 54 cents 
in the prior year. 


Our consolidated sales include $1,316,000 which 
represent two months sales of McCune & Co., 
Inc. and the Farm Equipment Division of Frick 
Company, both of whom were acquired as of 


September 1, 1968. The significance of the move 
can be seen by the fact that broad territorial cov- 
erage can help maximize sales opportunities for 
our own manufactured product lines. 


Also, since Allied markets products made by 
dozens of other companies and serves as their 
link to the buyer, broad territorial coverage can 
enable the organization to offer “instant distri- 
bution” over a vast range of geography with a 
single coordinated program. 


It’s hardly surprising therefore that an import- 
ant goal in Allied growth has been a planned 
program of territorial expansion. Beginning with 
the establishment of a position as the only 
distribution organization with coast to coast 
coverage in Canada, Allied in the Sixties extend- 
ed that scope to include the Pacific Northwest, 
then the Northern Plains states, then the Mid- 
west, and in 1968 the entire Eastern Seaboard. 


This latter step was the acquisition of McCune 
and Frick referred to above. The Farm Equip- 
ment Division of Frick Company, Waynesboro, 
Pa., has been an important implement distribu- 
tor and a manufacturer of disc harrows, with fis- 
cal 1967 sales of $3.6 million; and McCune & Co., 
Inc., has been a major distributor headquartered 
in Youngstown, Ohio, with fiscal 1967 sales of 
$4.5 million. The terms of the McCune and Frick 
acquisitions are contained in the notes to the 
financial statements. 

The benefits which we believe these two acqui- 
sitions will bring to Allied are: 


1. The opportunity to increase Allied earn- 
ings without substantial dilution of equity. 


2. The opportunity to maximize profits 
through consolidation of operations. We be- 
lieve that this potential moreover can be sub- 
stantially extended through consolidation. 
For example, both Frick and McCune main- 
tained separate warehouses in Syracuse, N.Y. 
One warehouse has already been closed and 


its operations moved to the other. Also, 
Frick’s Nashville, Ga. distribution and manu- 
facturing facilities can now be used as an 
economical production point of products for 
Allied’s broad distribution system. Numerous 
opportunities exist meanwhile, for cost sav- 
ings through the elimination of other dupli- 
cate facilities, accounting and administrative 
resources and man power. 


3. Broadened market coverage. The 20 addi- 
tional states added to Allied territory by the 
acquisitions will vastly expand our ability 
to market Allied products and those made 
by our suppliers. For the first time with its 
own facilities, Allied now serves the large 
agricultural market of Ohio, New York, Penn- 
sylvania, New England, Virginia, West 
Virginia, the entire Mid-Atlantic and South- 
eastern Seaboard plus Alabama and Ten- 
nessee. 


4. The acquisition of two experienced and 
skilled marketing organizations. Equal in 
importance to product lines and markets, the 
acquisition of McCune and Frick brings with 
it a group of experienced and dedicated 
management, sales and administrative peo- 
ple who are already proving to be an invalu- 
able asset. Their knowledge of the Eastern 
agricultural market, its crop trends and its 
implement needs, will provide the guidance 
to overall Allied operations in that region. 


After three years of development of increased 
marketing potential at the sacrifice of current 
earning power, we believe that the stage is 
set for a return on this long term investment. 


ie tae 


James |. Kanter, President 


Allied Farm Equipment added significantly to its product 
line during the year with five new franchised products. 
Illustrated above is one of the most promising new lines 
—the Simplicity line of riding tractors for care of home 
lawn and gardens, and snow throwers for home & 
industrial snow removal. For both product groups, 
Simplicity, manufactured in Port Washington, Wis., 
represents the highest quality line in the field. Allied 
obtained the franchise for Canada, the Dakotas, Oregon, 
California and part of Idaho. Other important franchise 
products added were: (1) The Ackley line of hydraulic 
pruners and saws for orchard applications. Allied has 
the franchise for the entire North American agricultural 
market. (2) The Fahse electronic plant thinner, a ma- 
chine of German design now used principally on beets, 
but being expanded to other vegetables. It removes 
unwanted plants, replacing the work of 12 persons, and 
its electro-mechanical touch sensor selects the plant 


to be saved. Allied formerly imported limited numbers 
of these, already assembled, for performance testing 
under U. S. conditions. Under a new arrangement, 
components are imported and assembled at Allied’s 
Manhattan, Kansas, plant for distribution to all of North 
America, with current emphasis in the beet and vege- 
table areas of the western half of the United States. 
(3) The John Wood portable heater, used to heat every 
type of building or enclosure found on a farm. Allied 
has the franchise for almost all of the United States 
agricultural market. (4) The Hi-Power Centrifugal Pump, 
manufactured by Scienco, Inc., of Memphis, Tenn. The 
unit is used to pump atrazine and other agricultural 
chemicals from the spray tank to the field. Allied has the 
franchise for most North American agricultural markets. 
Franchises for additional new lines are presently being 
negotiated. 


Illustrated above is the Fox Forage Harvester, made by 
Fox River Tractor Co., of Appleton, Wis., which was 
added to Allied’s line through the Frick and McCune 
acquisitions. Both acquired companies distribute Fox 
in adjoining territories. The Fox Harvester comes in 
self-propelled and pull-type models, both of which are 
established as the top quality lines for their industry. 
Allied has the franchise for the eastern part of the 
United States. 


Another major product, not pictured, is the Nuffield 
Tractor which is made by the British Motors Corpora- 
tion in Great Britain. Nuffield Tractors come in two 
models, one of 42 horsepower, the other of 60 horse- 
power. Compared to competitive brands of tractors, 
the Nuffield represents an outstanding value in dollar 
cost per horsepower. Its lower price and competitive 


quality has enabled it to gain acceptance in this cost 
conscious farm era. Nuffield sales volume in the U.S. 
has doubled in the last four years. Through the Frick 
acquisition, Allied acquired the franchise for the north- 
eastern United States, a territory Frick has had for five 
years. 


The Frick acquisition also brings with it the BearCat 
line of feed mixer-grinders and roller mills manufac- 
tured by the Western Land Roller Company, Hastings, 
Nebraska. These important products are distributed 
throughout the eastern seaboard states. 


McCune and Frick have a number of additional fran- 
chise rights which include many of the most respected 
specialty lines in the industry. A number of these such 
as Gilmore-Tatge, Danuser, Century, Burch and others, 
are already handled by Allied in other areas. 


An increasing number of products, bearing the Allied 
name and designed to help the farmer achieve maximum 
productivity, are moving into the farm markets across 
North America. Some of these new products are made 
by Allied; others are manufactured by companies espe- 
cially for Allied and sold under our name. Six of the 
most significant of these products added during 1968 
are illustrated. They are (1) The Allied Elevators, made 
at Manhattan, Kansas, used to lift corn, other grains, 
or hay into storage. Vertical heights run from 22 to 40 
feet, and by careful engineering, both the hydraulic and 
manually operated models give longer effective reach 
(reach beyond the undercarriage) than equal-length 
elevators of conventional design. These are distributed 
throughout the United States. (2) The Heavy Duty Front 
End Loader, to give Allied a complete line of agricul- 
tural and semi-industrial loaders. Incorporating the 
latest design features, the 600 has 2600 pounds of lift 
capacity and the 700 has 3800 pounds. These are dis- 
tributed throughout North America. (3) The Allied Girette, 
self-propelled orchard lift, with hydraulic drive, and a 
patented swinging boom that swings the work platform 


39 degrees. This swing permits added picking and prun- 
ing from one position, and is a unique and important 
feature. Until this year, Allied had distributed this 
product under the name of Trump Girette, and only in 
the northwest part of the United States. Now it is 
distributed under the Allied label, throughout North 
America. (4) The Allied Straw Chopper, which can be 
attached to the back of a combine with four bolts, and 
which shreds and spreads straw and weeds after the 
grain has been removed. Allied sells this throughout 
North America. (5) The Allied Front Dozer Blade Line, 
attachable to the front of most agricultural tractors 
and hydraulically operated from the tractor seat, is used 
for moving dirt, snow, or other material. Allied has sales 
rights for eastern Canada and all of the United States. 
(6) The Allied Rear Blade Line, attached behind tractors 
and used primarily for leveling operations. Allied sells 
this throughout North America. 


In addition to the above, many important new products 
are under development by the company’s engineering 
group and it is anticipated that this R&D effort will 
materially add to Allied’s sales in future years. 


NOTES TO FINANCIAL STATEMENTS 


1. Principles of Consolidation: The financial statements include the 
accounts of Allied Farm Equipment, Inc. and all subsidiaries. 


The net assets of the Canadian subsidiaries (in U. S. dollars) totaled 
$3,966,673 at October 31, 1968. 


2. Inventories: Inventories, stated at the lower of cost (first-in, first-out) 
or market, consisted of the following: 


October 31 
1968 1967 
RinishediieOodSi #5 cyaarsite ey $ 9,923,030 $7,169,729 
Work in PRQCESS er crea cite cto bia 353,455 539,504 
Raw amateriaisy fice t ects 486,671 916,944 
$10,763,156 $8,626,177 


3. Notes Payable, Banks: Accounts receivable and inventories of certain 
of the company’s subsidiaries in the amounts of $9,471,372 and $5,110,- 
752, respectively, are pledged as collateral for bank indebtedness total- 
ing $7,267,923. In addition, the principal shareholders of the company 
have pledged as collateral for certain of these loans $605,000 principal 
amount of municipal bonds. 


4. Federal and Canadian Taxes on Income: The Canadian Department of 
National Reyenue, Taxation Division, has reassessed two of the Canadian 
subsidiaries an aggregate of $77,000 (included in taxes recoverable) for 
the years 1954 through 1959 on the grounds that these companies have 
been associated with each other. Other Canadian subsidiaries may be 
eee an ta on similar grounds in an approximate aggregate 
0 ,000. 


In the opinion of the company and of its tax counsel the reassessments 
are not based on sufficient grounds. Accordingly, the payments made 
have been contested and should be recovered, and no provision for addi- 
tional taxes on income for the years 1954 through 1959 has been re- 
flected in the accounts of the Canadian subsidiaries which have not as 
yet been reassessed. 


Deferred taxes on income arises from differences between financial and 
tax reporting of depreciation and certain development expenses. 


5. 6% Convertible Subordinated Debentures: The Debentures are subor- 
dinate for payment to any Senior indebtedness (defined in the Indenture) 
amounting to approximately $9,700,000 at October 31, 1968. They may be 
redeemed, as a whole or from time to time in part, at prices decreasing 
from 105 percent on or before February 28, 1969, reducing one-half 
percent in each six-month period thereafter. Retirement of the Deben- 
tures at 100 percent plus accrued interest through a Sinking Fund in 
the principal amount of $100,000 in each of the years 1969 through 
1979, and $200,000 at maturity, is called for by the indenture. Each 
$100 Debenture is convertible at any time into Class A shares of the 
company at $10.24 per share to March 1, 1970 and at $11.67 per share 
thereafter. Limitations on the payment of cash dividends are more 
note cia under the Loan Agreements than under the Indenture (see 
ote 6). 


At October 31, 1968, Debentures in the principal amount of $32,800 
were held by the company to apply against the 1969 Sinking Fund 
requirement. 


6. Term Loans: The company is indebted to Teachers’ Insurance and 
Annuity Association of America under two Loan Agreements, the princi- 
pal provisions of which are enumerated below: 


Principalsamount, 2... 22k. ok eden $930,000(a) $1,000.000 
interest rate yc)... G.:s-u bem omens 634% 672% 
Annual principal maturities: 
Years 1969 through 1972 ... 55,800 60,000 
Years 1973 through 1980 ... 88,350 95,000 


Annual prepayment privileges 
in whole or in part, in any multi- 
ple of $50,000 beginning in .. 1970 1971 
Premium on prepayment decreasing 
annually through 1979..... 6% to 1% 63% to 2% 


(a) Interest and principal payments ($1,000,000) are to be made in 
Canadian funds on this loan, the principal amounts of which are stated 
in U. S. funds. 


The principal covenants contained in the agreements include the main- 
tenance by the company of consolidated net working capital (as defined 
therein) of not less than $7,500,000 and the maintenance of a current 
ratio (on a consolidated basis) of not less than 1.75 to 1. In addition, 
there is a prohibition against the declaration or payment of dividends 
(other than stock dividends), any other distribution on its shares and 
payment of principal amounts on the Frick notes to the extent that such 
payments and distributions, in the aggregate, exceed 50 percent of the 
consolidated net earnings of the company after October 31, 1968 (see 
Note 8). 


The total borrowings from financial institutions and indebtedness 
secured by accounts receivable and inventories may not exceed total 
accounts receivable. Bank borrowings may be made for operational needs, 
but not to pay for new acquisitions. In addition, the company must 
maintain $5,000,000 of unpledged inventories. 


7. Mortgages and Notes Payable: Mortgage notes payable are secured 
by property and equipment. The mortgages and other notes payable bear 
interest ranging from five percent to seven percent per annum, and are 
payable in installments maturing as follows: 

Approximate 


Annual 

Maturities 
During the years ending October 31: 
TOGO ek wave mele ciene Aiea ebehe tiace weer elalersahalwesuene ais i $186,000 
LO ZO ia ies itaues bia rea eta eheeh et ede tease dam slice ile Deha) alte 214,000 
TCV BRAN SS Riri eh ROE HE RAK SAY Renee ROL MaMa toc 95,000 
O72) cya elven cdial aetna Wea baee Bie yal ial ate bia ADRS) Ses oS a 19,000 
: YK ee nT are aren SOY eee n UO an nr he ani tere 1, 12,000 
Total payments thereafter through 1981 ........... 123,000 


8. Purchase Contracts Payable: The purchase price of businesses ac- 
quired is payable during the fiscal years ending October 31, as follows: 


G69 Peeiears.c hea wicta said ute stsyteione otere tusneystevetie GreugisNels tals $433,000 
ICP Oa bee Maubiggoninoc carro ieasgh ie momitat ern 314,000 
1971, 1972 and 1973, each at ..............+..... 286,000 
1974, 1975, 1976 and 1977, each at ................ 795,000 
VOB idee), oe sreticha avaies ela tapas win saben fevevswm tte s rola renga 21,000 


Interest rates on the above debt are: 5% to 6% on $176,329, 1% 
above the applicable (514% at October 31, 1968) discount rate of the 
Chicago Federal Reserve Bank on $208,620 (the McCune notes) and 
634% on $4,420,848 (the Frick notes). The McCune notes in the principal 
amount of $208,620 and the Frick notes in the principal amount of 
4,420,848 and warrants to purchase 150,000 shares of the Class A, 
i par value, common stock of the company were issued in connection 
with the purchase, in the latter part of the company’s fiscai year, of 
the farm implement businesses of McCune & Company, Incorporated and 


Frick Company. Liabilities of $1,589,438 were assumed in the McCune 
purchase. 


In the event that the principal payment on the Frick notes in any year is 
less than 25% of the scheduled payment for such year, or if the aggre- 
gate of principal payments in any two consecutive years is less than 
70% of scheduled payments for such years, the entire principal balance 
of the notes will become due. If the principal payment in any year is less 
than 50% of the scheduled payment, or the aggregate of principal pay- 
ments in any two consecutive years is less than 75% of the aggregate 
of scheduled payments for such years, Frick may require certain share- 
holders of the company to elect such designees of Frick as may be 
necessary to elect a majority of the Board of Directors of the company | 
(see Note 6 for limitations on principal payments). The Frick notes are 

subordinated to the Term Loans described in Note 6. 


The Warrants granted to Frick may be exercised at a price of $10.24 per 
share through March 1, 1970, and $11.67 per share thereafter, in whole 
or in part, until one year after the entire principal amount of the notes 
has been paid, but in no event later than August 31, 1983. A proportion- 
ate amount of the Warrants will be canceled upon payment of principal 
amounts of the notes, until 30% of such Warrants (45,000 shares) are 
canceled by this method. The Warrants may be exercised by payment of 
cash or by cancellation at par of principal amounts due under the notes 
(allocated in proportion to principal amounts of scheduled payments). 


9. Capital Shares: The Class A shares are entitled to receive such divi- 
dends as the Board of Directors may legally declare. No dividends may 
be declared or paid on the Class B shares, except dividends payable in 
Class B shares, and then only if a dividend payable in Class A shares is 
declared and paid at the same time and the same rate per share on the 
Class A shares then outstanding. No dividend payable in Class A shares 
may be declared on Class A shares unless a dividend payable in Class B 
shares is declared and paid at the same time and the same rate per share 
on the Class B shares then outstanding. No dividend payable in Class B 
shares shall be declared on the Class A shares. Each class of shares is 
entitled to one vote per share on all matters submitted to the vote of 
shareholders. At October 31, 1968, 226,800 Class B shares were conver- 
tible into Class A shares. An additional 113,400 shares are convertible 
annually, on a cumulative basis, after March 15 of each successive year. 


An increase in outstanding capital stock during the fiscal year was the 
result of a 5% stock dividend paid March 29, 1968 consisting of 23,272 
Class A shares $1 par value, and 21,597 Class B shares, $1 par value. 
Holders of 285,813 shares of Class A shares voluntarily waived the right 
to receive cash dividends of 1012 cents per share December 1, 1967. 


The $1,267,200 of 6% Convertible Subordinated Debentures are convert- 
ible into 123,750 Class A shares to March 1, 1970 (see Note 5). See Note 
8 relative to Warrants to purchase Class A, $1 par value, common stock 
of the company. 


The company reserved 45,000 of its authorized but unissued Class A 
shares for issuance upon exercise of options to be granted to key em- 
ployees of the company under a Qualified Stock Option Plan. The exercise 
price may not be less than the fair market value of the Class A shares 
at the date of grant; options may be exercised in installments of 25 per- 
cent of the shares during each of the second through the fifth year after 
date of grant on a cumulative basis. At October 31, 1968 options for 
30,162 shares (presently exercisable as to 9,562 shares) had been 
granted, none of which was exercised. Changes during the year ended 
October 31, 1968 in options outstanding are summarized as follows: 


Number of Option Price 
Shares Range 
Outstanding October 31, 1967 ...... 26,512 $6.67 - 7.94 
Granted) icles ec cclan decisis clstetstena ete are 7,325 6.00 - 8.00 
Canceledoo. near ectene tape ttrn Sato woarn (3,675) 7.94 
Outstanding, October 31, 1968 ...... 30,162 6.00 - 8.00 


10. Lease Commitments: The company and its subsidiaries occupy manu- 
facturing and office space under various leases maturing between 1969 
and 1978, which require the payment, in addition to property taxes, in- 
surance and maintenance, of aggregate rentals of $1,100,000. Annual 
rentals for 1969 through 1974 reduce from $182,000 to $110,000. 


Lease option agreements provide for the purchase of a plant at any time 
prior to July 31, 1974 at an initial price of $502,200, reducing at an 
annual rate of $11,044 from November 1, 1964. 


11. Depreciation: Depreciation charged to operations (principally on the 
straight-line method) amounted to $265,836 and $258,002 in the years 
ended October 31, 1968 and 1967, respectively. 


12. Earnings Per Share: Earnings per share are computed on the agere- 
gate of Class A and Class B shares, with retroactive effect of a 5% 
stock dividend paid on both classes of stock on March 29, 1968. Pro 
forma earnings per share give retroactive effect to exercise of out- 
standing stock options and to conversion of the company’s Debentures, 
and to exercise of Warrants from effective date (September 1, 1968). 
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ACCOUNTANTS’ REPORT 


To the Directors and Shareholders 

Allied Farm Equipment, Inc. 

Chicago, Illinois 

We have examined the consolidated balance sheet of Allied Farm Equip- 
ment, Inc. and subsidiary companies as of October 31, 1968 and the re- 
lated consolidated statement of earnings and retained earnings, the 
consolidated statement of paid-in surplus and the consolidated statement 
of source and application of funds for the year then ended. Our examina- 
tion was made in accordance with generally accepted auditing standards, 
and accordingly included such tests of the accounting records and such 
other auditing procedures as we considered necessary in the circum- 
stances. We previously examined and reported upon the consolidated 
financial statements of the company and subsidiaries for the year ended 
October 31, 1967. We did not examine the financial statements of the 
company’s subsidiary, Allied Farm Equipment, Inc., a Delaware corpora- 
tion, which statements were examined by other independent accountants 
whose report thereon has been furnished to us. Our opinion expressed 
herein is based upon our examination and upon the aforementioned re- 
port of other accountants. 


In our opinion, the aforementioned financial statements present fairly 
the consolidated financial position of Allied Farm Equipment, Inc. and 
subsidiary companies at October 31, 1968 and October 31, 1967, and the 
consolidated results of their operations and source and application of 
funds for the years then ended, in conformity with generally accepted 
accounting principles applied on a consistent basis. 


Chicago, Illinois 


Lybrand, Ross Bros. & Montgomery 
December 27, 1968 


Certified Public Accountants 


ALLIED carnm EQUIPMENT, ING. fr 


CONSOLIDATED BALANCE SHEETS ceoroser a1, 1268 ano 1967 


ASSETS 19368 1967 
Current assets: 
Cask Ore aia tie Tatra SR IRIE Het Ga e STNRHOUN) MORES eye APR oC OE $ 699,054 $ 980,693 
Accounts and notes receivable, trade (Note 3)...................c000ccceee: 10,300,224 5,709,928 
Less allowance for doubtful notes and accounts.....................25. (350,517) (199,698) 
Inventortesi (Notes, 2 ances) tte acre in sear cton ts ec yar eee te eta ea 10,763,156 8,626,177 
Estimated taxes recoverable (Note 4).............. ccc cee eect eee eee 195,669 175,120 
Other currenti assets Wace eg aia arnce sya coe ee rc hene te ea hed ns eS eye 164,049 225,819 
LOtalSCUrrentiaSSetsn saci ery herve eetay eth ten eked hee pSe Celera Rene Epa 21,771,635 15,518,039 
Property, plant and equipment, at cost (Note 10): 
EE: [a[s RNR are CIES A ORIION (CRISS PoP IED hose SN Pay aa AML Bh Me Set ba bine gina h 202,279 173,276 
EXUPI Ke (ip tscouea nent apes Marinette. MN ee Seas ela Ah AREAL eas SDN 1,092,856 928,049 
Machinery.andsequipimenntigvysrsaerienscicereas easiness cteiatet te evr rev ene teat ee ope 1,866,880 1,469,404 
3,162,015 2,570,729 
ess; accumulatedidepreciationime ne reese mee erie ern eee 1,101,806 845,239 
2,060,209 1,725,490 
Other assets: 
Cashivaluetottifesinstrancemlesssloansseesmaceaemeoeeeeria iter aire 34,551 21,550 
Prepaid expenses and deferred charges..............ccc ccc eee ccc eee cceeees 129,917 25,112 
Unamortized debenture, term loan and registration costs................... 147,604 169,633 
Patents, trade names, etc., less accumulated amortization................. 86,061 92,905 
Notes receivableanoncurrent, portionnuscumsorette eee saan eee ee 36,637 33,253 
434,770 342,453 
$24,266,614 $17,585,982 
LIABILITIES 
Current liabilities: 
Notesipayables bankss(Noted3) aevacrirnersctuete ee eemectens au ysrsey seta eye Wetceeys eae ae $ 7,267,923 $ 6,317,257 
Accounts ‘payable: \omuwtunarsrinas Mitten cicerocen yaa ee otek emia am tin yarpacteans 3,019,920 1,912,292 
Accrued liabilities: 
Federal and Canadian taxes on income (Note 4)........................ 188,336 349,138 
Other*taxes: Se ee et oh to ne peer sara ed Care 0) ENC ARON a ME pht  CY 173,171 120,540 
Payroll andothergexpensesiscyeriesscranore a eererie cer emo cone 662,660 374,266 
Currents portionzofalong-termndeb tare eer ee erent ner ee raee rer erent 802,234 541,363 
‘TotalecurrentcHabilttres oaaueeet te ca acre ori oe tere teat me rte ee era 12,114,244 9,614,856 
Long-term debt: 
6% Convertible Subordinated Debentures (Notes 5 and 9).................. 1,267,200 1,361,500 
Term:loans: (Note'6)\ce sare taint ries cit etc nh ect Sti ne etn EP rar vit 1,930,000 1,930,000 
Mortgagesiandinotesipayablex(Noten/) ease enceenerien trainee eres re 648,858 818,000 
Purchasevcontractsmpayablen(Notesc) teers serra ncra incre ey rene re rretae 4,805,797 401,188 
8,651,855 4,510,688 
Less currentimatunitics svete atest se ee em erie iia tee erect eee et 802,234 541,363 
7,849,621 3,969,325 
Deferred. taxes onmincomel(Notev4 ipa sermer erie iner arse a rennrarere rere tay creer rtennas 71,987 83,733 
CAPITAL 


Capital stock (Note 9): 
Class A shares, $1 par value: 
Authorized: 2,000,000 shares 
Issued and outstanding: 491,268 shares and 467,996 shares.............. 491,268 467,996 
Class B shares, $1 par value: 
Authorized: 1,000,000 shares 


Issued and outstanding: 453,601 shares and 432,004 shares.............. 453,601 432,004 

Paid-in surplusicc iii debi oy peo tates co crate mae eect ee yn Scare Re he nial oR 288,613 19,399 
Retained earnings: (Note \6) (22; 4. S.tucapsave cote eee ey, ee eiadate as co heist ola Store oak 2,997,280 2,998,669 
Total tcapitall cisco acc eres icsen en areata pe moyenne a ora seme ay nore ta a 4,230,762 3,918,068 

$24,266,614 $17,585,982 


The appended notes are an integral part of these statements. 


CONSOLIDATED STATEMENTS OF 
EARNINGS AND RETAINED EARNINGS 


FOR THE YEARS ENDED OCTOBER 31, 19868 AND 1967 


1868 1967 
Netsalesv and operating revenuesicnai nace scare eas ok hae ene $22,534,116 $19,959,222 
Cost OER OOS SOI ean fee te re aint Me eect tated Ge NAeh Lc tl 16,704,799 14,494,977 
Selling, general and administrative expenses. ......... 0.00. 0e ccc ccecceecceceee. 4,307,185 3,770,877 
| 21,011,984 18,265,854. 
Net income tromOperations:.s- 4 0..e- ee ee anes Nrouelenatie as 1,522,132 1,693,368 
Interest expense and amortization of financing costs................0-c0cceeee. 872,360 667,838 
Earnings before federal and Canadian taxes on income................... 649,772 1,025,530 
Provision for taxes on income: 
Federal Mt teveger eer rer oak Mavs steht sh Vat ste sore Mt co stonche ty aha eicte ihc Acts eee ME EY. 133,000 92,000 
Canadiatiioeercte ec ee uke cae Be eiare tae ar Chatter Mata Mate ices RA ets Lae 184,055 426,164 
317,055 518,164 
NETCOARMIME Sire ta cen rane ei ote Ae rein ic ie ee 332,717 507,366 
Revaimec Canines apegioning Of, Veale acct eer ce faces Seen eeaes bean 2,998,669 2,567,715 
Castmdividenas paldi (Note.9) Birawancesa cies sts saree ooknel vee eee eae td (19,129) (76,412) 
Stock dividend, 5% (including $894 cash in lieu of fractional shares)........... (314,977) — 
Retainedveaniings End Of Year caine. ocmctoe sect eiaan whee ee Le tele lee $ 2,997,280 $ 2,998,669 
Baliinesspermesriahe (NOLES 12) conceit anh ay eee elt ide es ee Oly oe ae neg $0.35 $0.54 
Plomonnavearnings per, share (Note: 12) a, bos. saha lk cclicy cc he eee $0.34 $0.50 
CONSOLIDATED STATEMENTS OF 
PAID-IN SURPLUS 
FOR THE YEARS ENDED OCTOBER 31, 1968 AND 1967 
18368 1867 
BalanceaberinningsOtzyealamcmmymen cor oe tel ccinche cet coc a esenn ceate aan aoe $ 19,399 $19,399 
Excess of market value over par value of shares 
issued in payment of 5% stock dividend: 
SAIL GIASS ATSITAOS stats ete arene Ae Oe eR ence can Ae a ee ee 139,632 
DIESE ASS ABE SIVAl OS o cucnee eee Ree oe ote rs toate ena Cote etna eo NT aN A te 129,582 — 
BAT CEROlK@ Ole Vt wana ac RM ioral: at-qee le. torn in ein1e aie aeimale nis wid Bie ei em ala a $288,613 $19,399 
CONSOLIDATED STATEMENTS OF 
SOURCE AND APPLICATION OF FUNDS 
FOR THE YEARS ENOED OCTOBER 3&1, 1968 AND 1967 
19s68 19367 
Source of funds: 
INES Rat aVote grits scone: APE Ms Steet ade Sn RIMES I aris Foren iemes in ow Sa AT By ts ak $ 332,717 $ 507,366 
DEGFECIAUION circa 2 ov onG av oi an tinrien haven anor sy kad Scene eee eta eco ert 265,836 258,002 
Purchase contracts arising for acquisition of businesses...................05 _ 4,629,468 = 
Total SOUTCE Tavis dihee tens dren's merce ele mech pe pOve wee helenae alge _ 5,228,021 __ 765,368 
Application of funds: 
Net additions to property, plant and equipment............ sees eee eee eee eee 600,555 292,475 
Payment of 6% convertible subordinated debentures...................eeeeeee 100,000 100,000 
Payment of mortgages and purchase contracts............ 0s see eee eee e eee nee 649,172 92,419 
Cash dividends (includes $894 in lieu of fractional shares in 1968)............. 20,023 76,412 
LVET OTTER LAKES ties, Miers) olouiatcrce amin a va ohis Rares bi nsoh Waa as a at nolan er viper Sens eee 11,746 13,978 
Increaseu(decrease) InmothetsaSSetSsmiceuein «accept ueista veri yeti tetera are mets 92,317 (89,665) 
Total application: ssices ncn ine queer WENN om a ener ecu ait manera 1,473,813 485,619. 
[NCEASE IM WOFKING CADItAl wei cseciadcid cece ces aes chide based bebe on b ewe we rem atMny $3,754,208 $ 279,749 


The appended notes are an integral part of these statements. 
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